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1.Introduction
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China'ssuccessfulimplementationsofeconomicreformandopening-uptothe
outsideworldsincetheendof197O'shaveresultedinasignificantgrowthofits
outputandinternationaltrade.AccordingtotheofficialChinesestatistics,from
l980to1995,thenominalvalueofexportsgrewby14percentperyear,whilethereal
GDPgrewby10.2percentannually.Therapidgrowthofe χports,combinedwithdevaluationoftheChineseyuan,pushedtheratioofthee
χportdependency,i.e.theratioofmerchantexportstoGDP,from6percentin1978to11.8percentin1988andto21.7in1995.In1977,Chinawasonlythe30"
“largestexportingcountryintheworld,anditsshareofworldtradeinthatyearwasonly0.6percent.By1995,however,Chinawastheworld's10thlargestexporter.laggingbehindonlythelargestindustrializedstates,anditsshareofworlde
χportshadexceeded3percent 。Priortothelater1970s,Chinawasinactiveinworldcapitalmarkets.Chinawasnotaborrowereitherfrominternationalfinancialorganizationsorininternationalcommercialmarkets.Chinawasnotarecipientofforeigncapital,eitherbilateraldevelopmentagenciesnorprivateforeigndirectinvestment,anddidnotinvestabroad.Bythemiddle1990s,however,Chinahasbecomeasignificantrecipientofforeignaidandamajorborroweroninternationalcapitalmarkets.Chinahasbeenattractingsubstantialinflowofforeigndirectinvestment,andsoldlargequantitiesofbondsoninternationalcreditmarkets
。China'stradeandotherforeigneconomicrelationsareoverwhelminglyconcen-tratedintheAsiaPacificarea.TheAsiaPacificEconomicCooperation(APEC)groupofeconomiesincludesallChina'smostimportanttradingpartnersandaccountsformorethan80percentofitsimportandexporttrade.AmongthemaretheUnitedStatesandJapan.WhiletheSino-Americaneconomicrelationsarenot
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freefromproblems,suchasthehumanrightissues.armssales,intellectualrights,
andmarketaccessforusproductsonChina,etc.,Sino-Japaneseeconomicrelation
seemsrelativelysmoothandarebasicallydrivenbymarketforces.Japanhasbeen
animportantpartnerofChina'sgrowingtowardsaglobeeconomicpower.Japan
isnowthesinglelareesttradingpartnerofChina,andthethirdlargestFDIsupplier
inChina.Japan'sOfficialDevelopmentAidtoChinathroughtheJapanese
OverseasEconomicCooperationFund(OECF)hasbeenthemainsourceofChina's
inter-governmentborrowing.FromtheJapaneseside.Chinaisnowthesecond
largesttradingnation.andisalsothesecondinreceivingFDIfromJapan,nextonly
totheUnitedStates 。Theorganizationofthispaperisasfollowing:section2providesabriefexaminationofdevelopmentsofSino-JapaneseeconomicrelationssinceChina'sopeningup.focusinginthefieldsoftrade.investmentandlending.Section3discussestheruleofJapaninaccommodatingChinaintotheworldeconomiccommunity.andimplicationstotheemergingorderoftheAsiaandPacificeco-
● ●nom】ccooperation ・2.Sino-JapaneseEconomicRelations:ABriefSurveyofEvidences(1)InternationalTradeTableldisplayedChina'smajortradingpartnersin1996.JapanrankednumberoneinbilateraltradingrelationswithChina,accountedfor20.7percentofChina'stotaltradeflow,20.5
％ofChina'se χportand21.1 ％oftheimportoftheyear.AccordingtothestatisticsofMinisterofFinance(MOF)ofJapan(differencesbetweentheChineseandJapanesetradestatisticswillbediscussedbellow),Chinaaccountedforonly3.1percentofthetotalJapaneseimportsand2.9percentofthetotalexportsin1978,theyearwhenChinastartedtransformationtoreformandopeningpolicy.Thecorrespondingnumberswere10.9
％and4.7%in1995respec-tively.BilateralSino-Japanesetradeisgrowingsorapidlythatsince1993,ChinahasbecomeJapan'ssecondlargesttradingpartner,comparewiththefifthlargestonein1992.ChinasurpassedGermany,TaiwanandSouthKoreainimportanceastradingpartnersofJapan,nextonlytotheUSA.AccordingtotheChinesestatistics.traderelationbetweenChinaandJapanwasbasicallybalancedin1990s.(seeTable2)ThisconsistsasharpcontrastwithothermajortradingpartnersofChina.Forexample,in1996,Chinarecorded25.1billiondollarstradesurpluswithHoneKongi)
，10.5billiondollarssurpluswith
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Table1.China'sMajorTradingPartnersin1996(B$ ）
Total ChineseE χport ChineseImports
Total 289.9 151.1138.8
(I)Japan 60.1 30.9i29.2
（2)UnitedStates 42.8 26.7 16.2
（3）HongKong 40.7 32.9 7.8
（4)Korea,R. 20.0 7.5 12.5
(5)Taiwan 19.0 2.8 16.2
(6）Germany13.2 5.8 7.3
(7)Singapore 7.4 3.8 3.6
(8）Russia 6.8 1.7
｜5.2
（9）Australia 5.1 1.フ 3.4
（10）Italy
｜5.11.8
3.2
Source:GeneralAdministrationofCustomsofthePeople'sRepublicofChina,
China'sCustomsStatistics.1997.2.
135
theUnitedStates.0ntheotherhand,Taiwan,SouthKoreaandRussiahad
considerabletradesurplusesoverChina.Nevertheless,Japanesetradestatistics
showedthatJapanrantradedeficitswithChinainrecentyears.(Table2)
Thegapbetweenthetwostatisticsistoolargetobeaccountedforonlybythe
deferencebetweenCIFandFOB.TheChinesetradedataincludedapartofthe
transshipmentthroughHongKong,WhiletheJapaneseexporttoChinamaybe
Table2.ComparisonofTradeStatistics(B$)
JapaneseStatistics ChineseStatistics
ChineseImport1994 19 26
1995 22 29
1996 22 29
ChineseExport1994 28 22
1995 36 28
1996 41 31
Source:GeneralAdministrationofCustomsofthePeople'sRepublic
ofChina,China'sCustomsStatistics,andMinisterofFinanceof
Japan,ForeignTradeStatisticsofJapan,variousissues.
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Table3.ChangingStructureofJapaneseImport
fromChina （％）
1980 1990 1996
Food 15117 13
RawMaterials 191IIi 4
CrudeOil 34 12 4
ManufacturedGoods 26 49 73
Machinery 0 6 18
Textile 16 29 34
Chemical 4 5 4
Source:MinisterofFinance,Japan.
significant】yunderestimatedduetoexportthroughHongKong.InJapan,exportisclassifiedaccordingtofinaldestinationofgoodsandimportaccordingtotheoriginofthegoods.Theproblemisthatwhenthefinaldestinationisun-decidedatthetimeofexport,thefirstdestinationisusedforthestatistics
。Despitethisdiscrepancyinstatistics,thefactremainstruethatJapaneseimportfromChinahas
increasedveryrapidlyinthefirsthalfof1990s.AccordingtotheJapanesedata,it
was12billiondollarsin1990and41billionin1996,accountedformorethanone
一fourthofthetotalJapaneseimportgrowthduringthisperiod.
Thetradeexpansionhasbeenaccompaniedbyasignificantchangeincommod-
itystructure.Astable3shows,theimportgrowthhasbeendrivenbytherapid
increaseoftheimportsoftextileandmachineryproducts.Thetextileimports
accountedfor34percentofthetotalJapaneseimportfromChina,andconsisted
morethanhalfoftheJapanesetotaltextileimportin1996.ThefactthatJapanhas
notusetheMFAtolimittheimportoftextileproductsfromdevelopingcountries
haspromotedthisdevelopment.ThisrapidincreaseofJapaneseimportoflabor
-intensivemanufacturinggoodsfromChina,hasreflectedadeepchangeinChina'
seconomicdevelopmentstrategyfromaautarkyoneinpre-reformperiodtoamore
openedoneinlinewiththecomparativeadvantagesoftheChineseeconomy,aswell
astheshiftingcompetitivenessoftheJapaneseeconomyfromlabor-intensiveindus-
triestocapitalandknowledgeintensiveproducts.
ItshouldbenotedthatthesurgingoftheJapaneseimportfromChinahasbeen
partlyaproductoftheshiftingofJapaneseproductionsitesintoChina.Anotable
featureoftheJapanesedirectinvestmentinChinaisarelativelyhighproportionof
itsproductionbeingexportedbacktoJapan.Accordingtoasurveyconductedby
MITlin1995,about30percentofthesalesoftheJapanese-investedfirmsinChina
wasexportedtoJapan.Intermsoftextilesector,thisratiowasashighas81
percent.Atrade-investmentchainhasbeenformed,throughwhichaincreasein
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investmentwillcauseexpandingoftradeflowbothinimportande χport.RecentsurgeoftheJapaneseFDlinChinasuggeststhattherapidgrowthofmanufacturinggoodsimportfromChina,aswellase
χportofcapitalgoodstoChinawillcontinueincomingyears.
（2 ）JapaneseDirectInvestmentinChinaThepresenceofJapanesefirmsinEastAsiahasbeengrowing,andthebehaviorofthefirmsalsohasbeenchangingovertime.Intheperiodoflater1960stoearly1970s,attherequirementsofimportsubstitutionindustrializationofthehostcountries,Japanese-investedfirmsinEastAsiagreatlycontributedtotheexpansionofdomesticmarketsoftheseeconomies.Sincelate!970s,becauseofthesharp
Table4.JapaneseForeignDirectInvestmentinChina,1979-96
(project,MS)
JapaneseStatistics ChineseStatistics
project Millions project MillionS
1979-83 27 73 27 950
1984 66 114 138 203
1985 118 100 127 471
1986 85 226 94 210
1987 101 1226 113 301
1988 171 296 237 276
1989 126 438 294 440
1990 165 349 341 460
1991 246 579 599 812
1992 490 1070 1,805 2,172
1993 700 169] 3,488 2.960
1994 636 2565 3,018 4,440
1995 770 4592 2,946 7,592
1996 365 2600 1,742 5,130
sum（1979-96） 4.066 15,919 14,969 26,417
Sources:theChinesedataisfromMinisterofForeignEconomicRelations
andTrade.andtheJapanesedataisfromtheMinisterofFinanceofJapan.
＊JapanesefiscalyearstartsfromAprilF^
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increaseinlaborandlandcostinJapan,increasingnumberofJapanesefirms,being
afraidofloosingcompetitivenessininternationalmarkets,beganshiftingtotheEast
Asiainordertoseekingforcheaplaborandland.Since1986,whenJapan
experiencedasharprealappreciationofYeninthePlazaaccord.moreandmore
Japanesemanufacturerstriedtobuildtheirexportproductionbasesinneighboring
economies.forthepurposeofre-exportingtheproductstoJapanesedomestic
market.Recently,asEastAsiamarketsgettingmoreandmoremature.business
opportunitiesofJapanesefirmsintermsofsellingproductsandpurchasingmate-
rialsandinputsinthisareaenlarged,increasingnumberofJapaneseinvestorsbegan
tore-investmentwithprofitsraisedinhostcountriesinsteadofsendingprofitsback
toJapan.LocalizationoftheJapanese-investedcompanieshasbeentakingplace
inEastAsia.
TheevolutionofJapanesedirectinvestmentinChinahasreflectedthechanging
patternoftheJapanesefirmsinEastAsia.Table4recordedannualdataof
JapaneseFDIinChina,bothChineseandJapanesestatistics.TheJapanesedata
seriesissystemicallylowerthantheChineseone,reflectingthefactthatapartof
investmentinChinadidnotreportedtotheJapaneseMOF.Asshowninthetable,
theJapaneseFDIinChinaremainedatarelativelylowleveluntil1983.Itgradually
increasedsincethen,anddramaticallyacceleratedafter1991 ，reachedapeakin1995.AccordingtotheJapanesestatistics,thenumberofprojectsofJapaneseFDIinChinain1995fiscalyearwas770,rankedtopamongallthehostcountriesofJapaneseFDI,andthetotalvalueamounted4.6billiondollars,secondonlytotheUSAasahostcountry
。Althoughtherecentsurgeisquiteimpressive,comparingtoJapaneseFDIinotherEastAsiaeconomies,theextentofJapaneseinvestmentinChinarelativetothesizeofeconomy(eitherintermsofpopulationorofGDP)isstillrelativelymoderate.Furthermore,theaveragesizeofprojectinChinaissignificantlysmallerthanthatinotherEastAsiacountries.Forexample,theaverageamountofmanufacturinginvestmentinChinain1995waslessthan6milliondollars(almostdoubled1994figure),whileinASEANregionsthesamevalueamounted10.3milliondollars.China'sstockofJapaneseFDlfellsignificantlyshortoftheotherEastAsiaeconomies,reflectedtherelativeunfavorableinvestmentenvironmentinChina,andtherigidentryregulationsoftheChinesegovernmenttowardforeigninvestmentinfieldssuchasautomobile,trade,transportation,financeetc.,oftheseindustriesJapanhasstronginternationalcompetitiveness.
DU:Sino-JapaneseEconomicRelations:IssuesandProspects
（3）JapaneseOfficialDevelopmentAssistanttoChinaOneoftheimportant
aspectsofSino-Japaneseeco-
nomicrelationwhichdeserves
specialattentionistheconsider-
ablesizeofJapanesebilateral
economicassistancetoChina.
(Table5)Sincetheopeningup
totheoutsideworldintheend
of1970s,Chinaeventually
receivesofficialdevelopment
assistanceinformsoflow-inter-
estandlong-termloans,aswell
asgrantsfromthemajorindus-
trializedcountries.Japanhas
beenthesinglemostimportant
sourceofthefunds.accounted
formorethanhalfoftheofficial
assistanceChinareceivedsince
1979.
Japanhasextendedthree
majorOECFassistancepack-
agestoChinaintheperiodof
1979to1995,with!oanstota-
lingmorethan10billiondol-
lars.Theloanfundsarebasi-
callyno-tie,anddisbursedin
annuallybasetofinancethe
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Table5.JapaneseAnnualBilateralDisbursementsto
China(millionsofdollars)
Total Grants ODAloans
1979 2.6 2.6 -
1980 4.3 3.4 0.9
1981 27.7 12.1 15.6
1982 368.8 38.6 330.2
1983 350.2 51.1 299.1
1984 389.4 41.5 347.9
1985 387.9 42.7 345.2
1986 497.0 86.9 410.1
1987 553.1 130.3 422.8
1988 673.7 154.7 519.0
1989 832.2 164.1 668.1
1990 723.0 201.2 521.7
1991 585.3 194.1 391.2
1992 1,050.8 259.5 791.2
1993 1,350.7 299.5 1,051.2
1994 1,479.4 346.3 1,133.1
1995 1,380.2 387.9 992.3
sum 10,656.0 2,416.5 8,239.5
*TheJapanesefiscalyearbegins1stApril.
source:JapanMinisterofForeignAffairs,White
BookonJapaneseODA ，variousyears.
specificprojects,suchastransportation,powerstation,environmentprotectionand
chemicalfertilizerplants,etc.,proposedbytheChinesegovernment.These
Japanese-assistedprojectshavegreatlycontributedtotheimprovementofChina's
infrastructure.andhelpedalleviatingbottlenecksinChina'seconomicgrowth.
3.Sino-JapaneseEconomicRelationsintheWorldPerspective
Asshownbytheaboveexaminations,Sino －Japaneseeconomicrelationshave
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developedrapidlysincetheopening-upofChina.Tradeandinvestmentflows
haveshownasubstantialgrowth,andremarkablestructuralchangeshaveoccurred
continually.Thedrivingforcesoftheeconomicintegrationofthetwomajor
economiescanbesummarizedasfollowing:thedeepeningofmarket-oriented
reformsandrapideconomicgrowthinChinahavepavedwayforstrengtheningthe
economiclinkageswiththeoutsideworld,andtherapidchangeofJapanese
economicstructurehasprovidedstrongincentivestotheJapanesebusinesscirclefor
seekingopportunitieswiththegrowingChinesemarket.Thedeepeningofeco-
nomictiesbetweenthetwocountrieshasbaseduponthestrongcomplementarityof
resourcesandindustriesofthetwoeconomies,anddrivenmainlybymarketforces.
ratherthangovernmentmanipulations 。Thisdoesnotmeanthatthereisnoroomforgovernmenttoplayanimportantruleinenhancingexternaleconomicrelations.IncaseofSino-Japaneserelations,asamatteroffact.thegovernmentsconcernedhaveplayedasupportingruleinpromotingmutualeconomictransactions.JapanhasbeenprovidingtoChinatheMFNstatussince1974,whenthetwocountriessignedabilateraltreatyontraderelations.ThetreatyobligesbothcountriestoprovideMFNtreatmenttoitscounterpart.Japa
】1a】idChinaalsosignedabilateralinvestmentprotectiontreatywhichbecameeffectivein1989.ThetwogovernmentsagreedtoguaranteeboththeMFNandNationalTreatmentforbusinesstransactionsforeachother
。Inhis1994visitingtoJapan,Chinesevice-premierZhuRongji,urgedaccelerat-ingJapaneseFDIinChina,andcalledouttofurtherincreasethebilateraltradetofivetimesofcurrentlevelintheforeseeablefuture.Zhu'sprospectwaswelcomedbybusinessleadersaswellasgovernmentofficialsinJapan.ItiscommonlyperceivedinJapanthatChinahasmaintainedarelativelyhighprotectiononthosegoodsinwhichJapanhasstronginternationalcompetitiveness.andthefurtherdevelopmentofinvestmenthasbeenlimitedduetoChina'sentryregulation.Therefore,JapanhasastronginterestinthedevelopmentoftradeandinvestmentliberalizationinChina,andacloserSino-JapaneseeconomiclinkagewillbenefitChinatoformamoretransparentandrule-basedbusinessenvironment,whichwillbeessentialforChinainitsincreasinglyimportanceofengagementintheworldeconomy.Inthelasttwodecades,EastAsiahasbeenthemostrapidlygrowingportionoftheworldeconomy,offeringagreatpotentialforthee
χpansionoftheworldtradeandcapitalutilization.WithintheEastAsia,Chinaoffersincreasingbusiness
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opportunities,andisgrowingintooneofthemajortradingnationsoftheworld.
LikeJapan,China'sinvolvementintotheworldeconomyisfull 一ragedandtnulti-directional.Sino
－AmericaneconomicrelationshasavitalimportancetoChina'snationalinterestandinternationalpresence.Issuesrelatingtotheongoingeconomicinteerationoftheso-calledChinesecircle.namelyMainlandChina,HongKongandTaiwan,havealwaysbeenthemajorconcernoftheChinesepolicymakers.Inasense,whilethedevelopmentofSino-Japaneseeconomicrelationsisofgreatimportanceandofferstremendousbenefitstobothcountries,itselfisbynomeansspecial.BothChinaandJapanhavegreatinterestsaswellasresponsibilitiesinmaintainingaopenandfreeworldtradingsystem.andthisinturn.willcontributetothestrengtheningoftheeconomicrelationsbetweenthetwocountries.
〔NOTES 〕1)ItisbelievedthataconsiderablepartofChinesee
χporttoHongKongwasdestinedtotheus,thismadeChina'stradesurplusovertheusevenlargerthantheChineseofficialstatisticswouldsuggest.
